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ABSTRACT

The banking industry locally and internationallysh@ontinued to embrace adoption and
implementation of E-banking products and service®rgthe discussed benefits that
arise, such as lowering operations cost quick amavenient delivery of services to
customers and value addition to the banks servidéss study investigated on
operational changes in the implementation of e-lmankt the National Bank of Kenya
which included, commitment by top management, fuation of ICT personnel to
handle e-banking projects, operational and repnatirisks involved and ICT policies
that favour proper implementation of e-banking jpicdd and services. The research is
descriptive and was a case study for National BainKenya. The study used primary
data collected through a self administered queséma with closed and open ended
structured questions. The data from the complete$tipnnaires was coded and entered
into the computer using the Statistical PackagesSfucial Sciences for analysis. The
findings of the study were that indeed the top nganzent commitment, qualification of
ICT personnel, the operational risks and ICT Polityat support e-banking
implementation affect the implementation of e-bagkiat the bank. The researcher
concluded that the management of the bank needasore that committements by the
top decision making management staff in both ward eonduct, and have the right
personnel to work in the IT /project departmentssuge proper operational procedures
are followed and participate in ICT policy making the country for the financial

industry.
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CHAPTER ONE: INTRODUCTION

1.1 Background of the Study

In today's competitive world, the great organizasi@lo not have the ability to compete
with their global competitors in a flat world. Thesvho cannot adjust themselves
according to requirements of flat world will be minated in global business arena.
Nowadays, the service industry in the world is diag, thus new technology has
changed the method of customer services provisionmany service organizations.
Nowadays, geographical distance has lost its mgarand service availability,

convenience, and speed of service distribution V@dd competitive advantage for
organizations, such as banks. Businesses, in omecompete in the complex
environment are forced to deliver the newest andtnattractive services that their
customers are demanding (White and Harrison, 2004his regard, many banks in the

world have to offer electronic services.

With globalization and changes in technology in fmmancial market, the world has
become closely integrated (Williamson, 2006). Coms can access their accounts
anywhere and banks customers’ base is also spoeadsathe world. Deregulation and
liberalization have opened up new opportunities danks but at the same time the
pressure of competition has led to narrowing s@ealrinking margins, consolidation
and restructuring. If the quality of customer seevis poor, the banks would surely not
subsist in long run (Jasimuddin, 2004). The bankikvare capable of providing quality
service to their customers will acquire competitagdvantage and to sustaining this
advantage it requires unrelenting efforts by thenkbato upgrade the services
continuously in the light of modern information @ology from traditional banking
system into electronic banking. While electroniokiag does offer exciting possibilities
for payment mechanisms, there are many open gusstivat have still not been
satisfactorily addressed and it has raised mamessbefore the banking regulators and

government agencies.



The advent of Information and Communications Tetbn has led to the proliferation
of electronic-based banking products as an altemathannel for routing banking
services to customers. Electronic banking (e-bag)kihas changed the face of
commercial banking in recent times by bridging gepdical, industrial and regulatory
gaps as well as creating innovative products andcas and more market opportunities
for both banks and customers (Khan and Karim, 2016¢lay, the world is becoming a
global village, given the growing complexity of lsss portfolios and expansion of
business groups, and the increase in decentralizatiresponse to these changes. Thus,
electronic banking services have been gaining gtoaround the globe. This offers
banking industry a new leading edge of opportusiteand challenges in the global
banking market. Hence, the success of electrom&ibg services depends on the rate at
which the new technology is adopted by the custer{t&naukat and Zafarullah, 2010).
The operational challenges are those that direstiyndirectly affect the transformation
of innovative ideas of products and services thatsatisfactorily delivered to customers,

within an organization.

1.1.1 Electronic Banking

Electronic Banking is defined as “the use of tedbgp to communicate instructions and
receive information from a financial institution ai@ an account is held. This service
includes the system that enables financial inghitutustomers, individuals or business to
access accounts, transact business, or obtainmafmmn on financial products and
services through a public or private network” (Ristk and Malik, 2008). E-banking is
the use of electronic means to deliver bankingisesy mainly through the Internet. The
common types of electronic banking mostly mentiomedhe literature include SMS

banking, mobile (m-banking), Automated Teller Maxds (ATMSs), telephone banking,

personal computer banking, and electronic cheqearidg systems (Abor, 2004).

According to Shah and Siddiqui (2006), the prowsiof banking services via the

electronic (e-banking) is increasing today and rehannels may evolve very soon.
Electronic banking services, has lower operatingtgsoimproved customer service
delivery, retain customer, reduce branch traffensg downsize the number of branch
staff (Parisa, 2006).



E- Banking has changed the way banking is conducteateas such as, distribution,
production, payment and trading (Llevwellyn, 200lf)has also created new customer
values, in content, infrastructure, and context tfMe, 2008). Although the number of
electronic users has increased significantly okiergast decade, only a small number of
those users have made actual purchases/transact@nsthe internet. According to
Koskosas and Paul (2004), the emergence of electbamking has made banks re-think
their information technology strategies in order reamain competitive as electronic
banking services are believed to be crucial forltheks’ long-term survival in the world
of electronic commerce. Today, customers demand leswls of convenience and
flexibility on top of powerful and easy to use firdal management tools, products and
services, something that traditional retail bankit@uld not offer. Thus, electronic
banking allows banks to provide these servicesxipjoding an extensive public network

infrastructure for the interest of the customerawse customer is the King.

E-banking reaps benefits for both banks and itsoouers. From the banks’ perspective,
e-banking has enabled banks to lower operatiorsisdbrough the reduction of physical
facilities and staffing resources required, reduagidting times in branches resulting in
potential increase in sales performance and arlaigbal reach, increase banks market
share and facilitation of business transaction. éMlankage is therefore drawn on the
importance of electronic banking to improve theibess environment of any economy.
Awareness, information, customer protection, resporime, reliability, security,
technology readiness all are considered to be itapbelements for electronic banking
(Sarel and Mamorstein, 2003). From the customess’spective, e-banking allows
customers to perform a wide range of banking tretias electronically via the bank's
website anytime and anywhere at their convenieme.tiGrabner-Kraeuter and Faullant,
2008). In addition, customers no longer are couffiteethe opening hours of banks, travel
and waiting times are no longer necessary, andsaaakeinformation regarding banking
services are now easily available, as customergwam check the foreign exchange rates
and make a decision depending on the cheaperhatehtey can afford to exchange the

foreign currencies (Hamlet, 2000). However the sascof e-banking isn’t without its



problems. Firstly the adoption of e-banking has kept pace with that of electronic
usage (White and Nteli, 2004). This gap is attelouio bank customers’ perception on e-

banking services and products and banks operdtohs's.

Researchers have indicated that when banks incrémse service quality level to
customers to create effective satisfaction amongmthincreases their profitability
(Zaribaf and Mahdi, 2010). There are .several dmeral challenges facing the
implementation of e-banking by banks and others tdueustomer’s perception, which
are; failure of top management commitments, opamati and reputational risks, low
skilled ICT personnel, unclear and lack of good I@dlicy in the country that favour
conducive environment for banks under study, peeceusefulness and ease of use of e-
banking products by customers, the level of I.@réty of the users, cost of infrastructure
among others. These factors can be a challengetifvell addressed by the parties
concerned and in most cases the operations depdrtimemost affected because

implementation process takes place within the depert.

1.1.2 National Bank of Kenya

National Bank of Kenya (NBK) is a commercial bamkKenya and a large financial
service provider serving individuals, small to medicompanies, businesses (SMEs) and
large corporations. The bank was established i8186 a 100% government-owned
financial institution. In 1994, the Kenyan Govermmeeduced its shareholding to 68%
by selling 32% shareholding to the public. The gowgent further divested from NBK
over the years, until its present shareholding2$%%, as of October 2010. NBK operates
one subsidiary Company, Nat Bank Trustee and Im&st Services Limited
incorporated in Kenya on Z1July 1995 with a Share Capital of Ksh.10 Million

(www.nationalbank.co.ke).

NBK provides banking, financial, and related seggito the retail and corporate business
segments in Kenya. Its deposit and other accounisde current, national saver, student,
Pinnacle, Vision, foreign currency, Taifa, Al-mumimages, Uchuuzi SME transactional

current, RTGS, EFTs and Super Chama accounts, hsasveall deposits and fixed



deposits and Point of Sale services through theofissards. The company’s lending
products portfolio comprises of loans, overdrafes)yd personal loans to salaried
customers, asset finance, mortgages, NBK studys|oamd salary advances. It operates
41 outlets and in its business of provision of ¢hésancial services NBK has been
facing challenges in proper implementation of el products and services despite

being a pioneer in adoption of the same.

Business via the internet or electronic commergeasiding a competitive advantage for
banks by lowering operational cost and providingthesatisfaction of customer needs
through provision of quality services. A strong kiaiy industry is important in every
country and can have a significant effect in suppgreconomic development through
efficient financial services. In Kenya the roletbé banking industry needs to change to
keep up with the globalization movement. This clamgll include shifting from
traditional service distribution channel banking &bectronic distribution channel
banking. Given the almost complete adoption of ekb®y in developed countries, the
reason for the lack of such adoption in develomagntries like Kenya is an important
research that needs to be addressed. The E-bafadiies which include Automated
Teller Machine (ATM), SMS banking, mobile (m-banggnand Internet banking are
among devices making banking very easy and convecm@mmparable to the traditional
way. However, as the banks embrace these new aitees they have to put in place
strategies to handle challenges that afi$e. National Bank has over the years continued
to introduce a wide range of new products, prompbsdincreased competition,

embracing information communication technology antlanced customer needs.

1.2 Research Problem

Handling competition along with world-wide trangfwations in the field of business and
banking, due to technology and information techgglchas transformed many of the
traditional banking methods and has dominated ctitiygeatmosphere in order to use
new technologies. The benefits of e-banking toittstitutional banks includes; lower

transaction costs as e-banking requires less papleness staffs and physical branches.
E-banking may lead to higher level of customerstisgaction and retention.



Organizational ability to utilize web technologypedilities is one barrier to electronic
commerce, and may include management attitudesynass constraints, and knowledge
issues on new technologies. A few studies havel aiegative attitudes among some
managers as a major hindrance (Farhoomeindl, 2010). Negative attitudes cause
resistance to change and lack of management conemifnneducing the company’s
resource allocation and motivation to use the teldgy. Implementing Web technology
as a business channel requires some additionaktmeat and resources, such as
hardware and software. Shortages of informatiorrelogy infrastructure remain a
critical barrier in some cases to the continuingwgh of online commerce (Gilbeet al,
2009).

A number of studies have been undertaken locallyhen area of electronic banking.
Munyoki & Ngigi (2010) undertook a study on chaljes of e-banking adoption by
commercial banks in Kenya and found out that secwas found to be the most critical
factor influencing e-banking adoption. Korir (201@) his part researched on factors
influencing mobile banking in Kenya commercial baskGarissa and found out that
there were losses due to fraudulent access of rassd accounts due to hacking. He
suggested that in order to protect customers’ atspthere is need to employ disciplined
and well remunerated ICT people in the bank andhatlevel of mobile provider.
Cheruiyot (2010) researched on the factors thacafthe adoption of new product in
Kenyan commercial banks and established that dosew products hinders consumer
adoption of the new products, lack of informatiam riew products hinders customers’
adoption of the new products at commercial bankkiaeffective communications act as
a great barrier to adoption of new commercial bgrkslucts and services.

Worldwide, banks are enjoying the benefits of ekrag innovation, but then again they
are also faced with challenges and in Kenya, Natiddank is facing the perceived
challenges in it operations execution of e-bankingducts and services despite being
among the early innovators and adopters of e-bgnt@mcept in Kenya. This study thus
sought to establish the operational challengesngadiational Bank of Kenya in

implementation of its e- banking servicdhe bank has encountered challenges as its



customers are not using the products which have b#ered as expected. This makes
the bank to lag behind in the competitive markedsjte its importance in the economy,
e-banking has not been effectively embraced by#mks’ customers. Most studies done
on e- banking revolve around the benefits and #gcaf e- banking rather than

operational challenges faced in the implementatiba-banking and thus the study was
conducted to investigate how National Bank of Kergalize their operational objectives
through the adoption of E-banking and the operatioochallenges faced in the

implementation process.

1.3 Research Objective
To investigate the operational challenges in thplementation of e-banking products

and services at the National bank of Kenya.

1.4 Value of the Study
The study forms a basis of government regulatioe-dbanking in Kenya and explores

the e- banking platform as a source for governmargnue.

The findings of the study adds value to the manay¢raf the National Bank of Kenya,

as acts as an insight into the critical factors thast be addressed in order to improve the
overall adoption and acceptance of electronic banlservices in the bank operations
function. The study findings benefits managememnt siaff of bank who gains insight

into how their institutions can effectively roll bthe products they innovate and ensure
that customers experience ease and comfort asuethe banks products and services,
and even as a way that customers should find it asperate within one bank as they
enjoy smooth services especial on the use of Etbgnobile banking and internet

banking) services at the comfort of their zonegs Btudy offers an understanding on the
factors hindering effective implementation of e-kiag products and services that offers

competitive advantage to the firms.

The electronic and electronic based technologies hravolutionized the way banks
operate and interact with their environment. Thedifigs of this study are useful to



policy makers in the banking sector in the develeptrof a national policy framework
for electronic banking implementation in Kenya #xifitate economic growth. It also
suggests guidelines to use in formulation of pe#cistandards and procedures for e-
banking activities. The findings and recommendatssists CBK and the individual
banks in Kenya come up with necessary regulatioisgaiidelines that would foster e-
banking business in the country.

This study also assist all stakeholders in the imgnkndustry identify and formulate
strategies that will promote e-banking. This stwd§o sought to address the lack of
studies on e-banking implementation in developimgntries such as Kenya and also help
researchers in studies related to e-banking.Hoped that the findings are of value to the
academicians, who may find useful research gapgsntag stimulate interest in further
research in future. Recommendations were made sgilpe areas of future studies.



CHAPTER TWO: LITERATURE REVIEW

2.1 Introduction

This chapter reviews literature that is relevanthe study. The purpose of reviewing
literature is to explore research works and otkeosdary data relevant to the study. The
study explores on the operational challenges inntiementation of e-banking products

and services.

2.2 The Concept of E-Banking
Vilattes (2007) defines E-banking as a distanceingnthat not only handles the flow of

information between customers’ “living spaces” (lesn offices) and the physical
facilities of the bank, but also deals with soatibn, sales, distribution and access to
services, all without requiring the customer anel fihancial institution representative to
be in the same physical place at the same timet Bestronic business specialists agree
that E-banking ensures 24-hours-a-day, seven-daweel accessibility, through any
type of advanced information system (AutomatedéeFellachines, Personal Computers,
Internet and mobile phones) and for all types oéficial transactions (Daniel, 2009). It
enables customers to perform banking transactiatieowt visiting a brick and mortar
banking institution. When Capitalizing on e- Comoees ability to offer productivity
gains transaction cost reductions, improved cust@®erices and flexibility in fulfilling
customers’ changing needs and lifestyles, e-bankagyenabled banking institutions to
compete more effectively in this global environmenttending their products and
Services beyond the restriction of time and spaoeaning that customers can
comfortably make bank transactions at their ownvearent time. The adoption of
electronic banking is often credited with helpingelf strong growth in the many
economies (Coombst al.,2007). It seems apparent then that, electronicibgréffects
not just banking and financial services, but alse tlirection of an economy and its

capacity for continued growth and development.



Electronic banking service has provided numerouefits for both banks and customers.
The first benefits for the banks offering electmbanking service is better branding and
better responsiveness to the market. Those baaksvthuld offer such services would be
perceived as leaders in technology implementafitverefore, they would enjoy a better
brand image. The other benefits are possible tosarean monetary terms. The main
goal of every company is to maximize profits fos wners and banks are not any
exception. According to Rotchana Kitumnuai and $pe€003) electronic banking
offers numerous benefits to both banks, investocsiadividual bank clients; can check
account balances, transfer money, pay bills, cblteceivables and ultimately reduce
transaction costs and establish greater contral baak accounts. Customers need not
visit banks for banking transactions, providing mduhe clock services (Cheng et al.,
2006). Turban et al. (2000) indicated that Interbebking is extremely beneficial to
customers because of the savings in costs, timespack it offers, its quick response to
complaints, and its delivery of improved servicak,of which benefits make for easier
banking. Customers can apply for loans and do diheking services online (Smith and
Rupp, 2003). There are other numerous advantagbanks offered by online banking
such as mass customization to suit the likes df @aer, innovation of new products and
services, more effective marketing and communicatiblower costs. On the other hand
there are indirect benefits to the banks whichtlaeentangible benefits such as improved
customer’s satisfaction through improved servidegroved banking experience and

fulfillment of their changing needs and lifestyle.

The use of information technology (I.T) gives bamakshance to differentiate itself from
other competitors in the market by ensuring thagyttdeliver the most reliable,
convenient and easy to use products and serviceh whwvell implemented would give
the bank rewarding benefits. Given this is a digia, people want instant services at
their comfort zone. Consequently, the effort toiaeh a winning strategy by the banks
comes with challenges, given that commercial bamk&nya have not fully gone live on
the offer of e-banking services. Customers haveptaimed on matters of security,
unreliable systems which go down during the prdogssime of such e- banking

processes and even some complains of double chamgesinknown charges made on

10



their accounts during the transaction time. Thaseaaong the challenges which the
researcher intents to find out on the side of dpmrachallenges in implementation of e-

banking services at NBK.

E-banking plays a major role in the economy by énglsellers and buyers to create
economic value through the exchange of informatgnugds/services, and payments by
avoiding physical contacts (Bakos, 2008). Also, dong enables banks to attract
mobile customers and this offers tremendous prpéitential by providing mobile

financial services. As indicated by Wind (2001) méanks are motivated to implement
E-banking by forces relating to the maximizationtbéir earnings through increased
market scope and improved customer relationshiptdygoduct delivery, convenience
and service customization. The growth in credidoasage is attributable to E-banking.
Now a customer can shop worldwide without any nekdarrying paper money with

him/her. Banks are available 24 hours a day, selas a week and they are only a

mouse click away.

2.3 Theoretical Framework

In deriving a framework for this study, innovatitreories will be considered. Innovation
is at the basis of economic development and as, suishinstrumental for developing e-
banking services. Innovation can be defined as tlafl scientific, technological,
organizational, financial, and commercial actistieecessary to create, implement and
market new or improved products or processes. Tmergence of new banking
technology has created highly competitive marketdatons, which have had a critical
impact upon consumer behavior. Internet bankingigdeys must, therefore, attempt to
better understand their customers and their aggudwards technology in general in
order for them to put in place successful stratefpe the implementation of e- banking
services. If they succeed, banks will be able fué@mce and even determine consumer
behavior, which will become a major issue in crggatcompetitive advantage in the
future for the banks. The interaction between theption and marketing of electronic

delivery channels by banks is dependent on innoratiodels.
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The below discussed technology innovation theor&sies to the adoption of e-banking,
since the cycle of e-banking runs through; ideaegation, introduction to the market,

growth, maturity and decline stages. It is therefionportant for the banks to ensure that
proper strategies for implementation of e-bankiagvises are put in place for the end

products and services to have a positive impalbtb the banks and customers.

2.3.1 Model of thel T Implementation Process (MITIP)

The IT Implementation Process as discussed by CaomeZ mud (1990) took kwon and
Zmud’s (1978) model of It Implementation Procesd drveloped it further. The model
is based on the reorganizational change, innovatemd technological diffusion
literature. The purpose of the model is to offetir@cting and organizing framework for
ICT implementation research of IT projects. Kwondadmud’s (ibid) stage model
comprise s of six stages, namely, initiation, orgational adoption, adaption, acceptance
and adoption, routinization and infusion. The ModeVers an implementation process
from the scanning of organizational needs to a éffiéctive use of the technology in
daily practice. The model also identifies five a@itial factors which impact on
processes and products in each implementation ggastage: the characteristics of user
community in discussion, the organization, the tedbgy being adopted, the task and

the organizational environment.

2.3.2 The Theory of Reasoned Action (TRA)

Fishbein and Ajzen (1975) developed the Theoryedd$oned Action in 1975. They later
refined it with empirical evidence to support italidity and reliability (Ajzen &
Fishbein, 1980). In summary they postulated thaindividual’'s behavioural intention is
the immediate determinant of behaviour, their @ttt and subjective norm are mediated
through behavioural intention and their behavioanadl normative beliefs are mediated

through attitude and subjective norm.
2.3.3 Information Systems Success Model (ISSM)

The last most cited theory was the Information &yst Success Model. Delonne and

McLean (1992) reviewed prior research and introduaecomprehensive taxonomy of

12



factors contributing to the success of informatgystems. The authors examined the
literature on IS success and categorized successumes into Six categories: system
guality, information quality, use, user satisfagtiondividual impact and organizational

impact.

2.3.4 The Theory of Planned Behaviour (TPB)

After identifying some problems with the TheoryRéasoned Action, specifically that it
was designed to predict and explain behaviour basethe assumption that this was
under a person’s volitional control, Ajzen (19989nme up with a modification: the
Theory of Planned Behaviour. To achieve this Ajestended TRA by adding another
construct called Perceived Behavioural Control, owhirefers to an individual’'s
perception of the “presence or absence of requis#teurces and opportunities” (Ajzen &
Madden, 1986) required to perform the specific baha.

2.3.5 The Technology Acceptance Model (TAM)

TAM is a theoretical model that evaluates the aff@t things like system characteristics
on user acceptance (F. D. Davis, 1986). In a sirfdlshion to the TRA, TAM assumes
that a computer user generally acts quite ratigraaild uses information in a systematic
manner to decide whether to adopt, or not to usetéichnology in the workplace. Davis
identified three major determinants of technologgeptance that relate to cognition and
effectiveness and were suggested by previous wsstudies. He began with the TRA
and adapted this as a basis for causal links betwerceived usefulness, perceived ease
of use, attitude towards using technology and bieliaal intention to explain technology
adoption.

There is a large body of literature over the la@ty2ars dealing with TAM. Recent
studies include a study of user acceptance of ranirivate banking in Finland by
Pikkarainen T), Pikkarainen (K), Karjaluoto and Ritd(2004) who found that perceived
usefulness and information on an on-line banking vege were the main factors
influencing adoption. In evaluating I.S usage inl&aian SMEs, Ndubisi and Jantan

(2003) found that there was a positive relationgl@fween computing skill and technical

13



backing and IS usage directly and indirectly viacpered usefulness and ease of use.
Schepers and Wetzels (2007) conducted a quanéitateta-analysis of previous research
on the technology acceptance model (TAM) in anngteto make well-grounded

statements on the role of subjective norm. Venkagtal. (2003) have recently proposed

a unified view incorporating aspects of variouseotimodels into TAM.

2.3.6 Innovation Diffusion Theory (IDT)

The theory of Diffusion of Innovations as descrided Rogers (1995) is well known.
Innovation Diffusion Theory (IDT) is a model thakpdains the process by which
innovations in technology are adopted by userstuBiiin is defined as “the process by
which an innovation is communicated through certaannels over time among the
members of a social system”. A decision not to a&dap innovation relates to the
rejection of the available new idea. However, idesrto explain the rate of adoption of
innovations Rogers suggests measurement of thewiolj perceived characteristics of
innovations: (1) relative advantage (2) compatyil(3) complexity; (4) trialability; and
(5) observability. Rogers (1995) postulated thatddoption of innovations is influenced
by these five characteristics, and that they cqoa@x the rate of technology adoption.

2.4 Operational Challengesin the | mplementation of E-Banking

Though e-banking is ultimately used by retail coses, the institutions that implement
e-banking strategies have a role to play in enguttieir final success. Notwithstanding
the significant benefits of E-banking and its caliéds, it carries risks and challenges
are recognized and need to be managed by bankstgutions in a prudent and

professional manner. These institutional challengekides the commitment from top
management, the ability of the banks to raise #guired information technology

personnel, the operational and reputational riskgvell as the ICT policy prevailing in

the country could impede or enhance the adoptiah immplementation of e-banking

products and services. In the subsequent secttbese institutional challenges are

discussed.

14



2.4.1 Top Management Commitment to E-Banking Implementation

For a successful implementation of e-banking the t@anagement must be committed
both in word and in execution. Turbat al., (2000) cited that it is important for the
management to be involved in the financing andi@pédte in the day to day running of
the e-banking operations. Management may comnuuress to information systems for
various reasons including cost cutting, new revepatential, improved competitiveness
and quality of products and services because aepeard benefits of e-banking. Among
the various reasons, cost effectiveness standsaeuthe most significant factor
influencing management adoption and implementadioe-banking services (Sayar and
Wolfe, 2007). On the other hand, some organizatawadaced with having top managers
and employees who are resistance to change anth#yscause an organization to lag
behind in this competitive world. Harris and Sperf2602), exploring the ethics of
business-to-business e-commerce, mentioned th&sbeed to be actively involved in
the development of internet infrastructure and esiiicis the responsibility of the top
management to make such long term and providehimiorking capital of e-banking
projects, they are expected to be fully committddhey argued that internet technology
for instance, must be matched with very strongvwsni® and networking systems,
customer-value-perception-based strategies, ber&mgaand sufficient training for
staff. In order to overcome these challenges, baelksl to employ additional strategies
over and above routine technical solutions to ddinginess in cyberspace given the
availability of portable devices such as mobile m¢® pads. Bovey and Hede (2001)
suggest that management of banks must employ axdemlaapproach to e-banking,
incorporating technical aspects involved as wellwagking with the human factor
associated with the venture in order to carry ttssnoothly.

According to Tolbert and Zuker (2003) innovationiformation technology would be
more likely if the political environment within aorganization has norms favoring the
change. Thus, when there is support from top manageadopting of e-banking would
be easy and smooth. Management support has bewiiigdkas crucial in the acquisition
of innovation (Orlikowski, 2003). Since top managgrnconsists of individuals with

power and authority to make strategic decisionss gasy to develop a clear-cut of e-
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banking vision and strategy while at the same tsmeding signals to different parts of
the organization about the importance of e-bankind the need for every employee to
get committed on the same. Given the limited natdirerganizational resources and the
many competing projects, top management suppouresshat an e-banking innovation
project will get the required resources and capasl There is a positive effect of
leadership support on innovation adoption; Rai Bathayakuni (2006) found that top
management support had a positive effect on cade aoloption behavior in information
system departments. It is important that top mamage need to get involved in order to
gain a good understanding of the issues surroundifganking and mobilize

organizational stakeholders (Epstein, 2010).

2.4.2 Operational Risk and Reputational Risk

Operational risk of e-banking is the central oftegs availability and security to the
dependability on new technology which provides mes. Security threats can be
internal or external to the system such as systarkihg, viruses and due to this, banking
regulators and supervisors must check that banke tiee right measures in place to
secure data integrity and confidentiality for thetitution and customers. These security
practices should be tested on a regular basis dhnieal skilled personnel to analyze
network vulnerabilities and recovery preparednédse integral part of the overall
management and supervisors need to include culfiogerational risks in their safety
monitoring and evaluations procedures. E -bankimgreiases banks dependence on
information technology, thereby increasing the tecél complexity of many operational
and security issues and furthering a trend towandse partnerships, alliances and
outsourcing arrangements with third parties. Tlegalopment has lead to the creation of
new business models involving banks and non blarikies, such as Internet service
providers, telecommunication companies and othameogy support firms (Sayar and
Wolfe, 2007).

E-banking carries legal risks for both the banksl @mstomers. Banks have grown

geographically faster in terms of services whiakythender through e-banking compared

to the traditional banking method. In some casesyever, the banks rendering these
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services might not be fully acquainted with lawsl aegulations abiding in that area
before offering such services, either with a lieens not. When this license is not there, a
bank not having adequate contact with its supervisom the host country may find

problems adapting to the regulatory requirementthe foreign countries. As a result,

banks being unaware could go against the protetdas of a customer, including data
collection and privacy/confidentiality of customeeccount information and this may

subject the banks to huge losses through lawsuitsrimes that are not prosecuted
because of jurisdictional disputes (Mols, 2008)rtikermore, money laundering has
increased over the years because of the growthuaade of online banking services.
Many countries have been forced to put in place@@roneasures for the identification of
customers when an account is being opened anditiareftransactions in the customer’s

account.

Reputational risk which arises from negative puldminion can significantly affect
operational smooth implementation of e-banking enstomer acceptance of e-banking
products and services. A bank’s reputation candmadjed by e-banking services that are
poorly executed or otherwise alienate customers #nad public. Therefore, it is
important that customers understand what they easonably expect from a product or
service and what risks and benefits they incur whsing them. Customer education
along with formal incident response and managemerttedures can help lessen a bank’s
reputational risk. Banks are required to commuei¢ata transparent and clear way and
meet their obligations in this regard. The managegrhas to agree on the communication
strategy and content so that customers don’t gentition that, use of E-banking channel
may be debiting their accounts with hidden charggeen that customers nowadays

monitor very keenly any transactions made in tar thecounts.

Bank’s reputation can be damaged due to violatibsegurity and disruptions to the
availability of the system. Reputational risk is nmodepended on the reliance on
electronic delivery channels which in turn increagis potentials. For instance, a bank
that offers electronic services may experience n@oplems that might lead to the loss

of confidence for the banks products and servicesustomers who use electronic
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delivery channels, and these problems can potgnékct other providers of electronic
banking services. Security risks can be amplified may result in a loss of confidence in
electronic delivery channels. According to Dani20@9), the level of security or risk
associated with adoption of e-banking is a majatdia affecting the acceptance and
adoption the e-banking products. Even in countwégre electronic banking has long
been established, one of the most important facstws/ing progress of this new
innovation is the customers concern for securitfir@ncial transactions over the Internet
and electronic means. Therefore, security is onethef very important factors in

determining the decision of customers to use e-dbgnklatform. Similarly, security

concerns are keeping both consumers away from leédzanAlong the same lines, The
Walls Report (2007) argues that, unless securitgnroved, most clients would not be

willing to conduct their transactions over electoomeans.

2.4.3 Qualification of Information Technology Personnel to Handle E-banking

Shah and Siddiqui (2006) found in their study dmeking at the Woolwich bank in UK,
that the availability of highly skilled human resoes is critical in implementing e-
banking products and services. The greatest cluyaléacing developing countries is the
development of the qualified human capital neededperate a modern economy and
society effectively and especially in firms likeettbanks which need more qualified
technical experts of the Information Technology &aese of sensitivity of transactions
involved. Exploiting the human potential is a majoeans to meeting the developmental
needs of organizations and countries in generalvardh also enhance competitiveness
in the global economy at large (Milek al., 2011). In the study by Shah and Siddiqui
(2006), they identified that in the implementatioh internet and electronic device
projects, the shortage of readily skilled humaroueses can be a severe challenge for
good implementation process of e- banking servidésyneh and Hattab (2009) found
out that the lack of well trained and up to datgpBrsonnel may affect value creation in
the banking sector since value creation comes ianwthe input factors which among
them the human capital and the infrastructure aak skilled and up to date respectively.
Earl (2002) furthermore identified that while maeeg typically have a high-level

understanding of their business and operationalgases, they often lack employees with
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the experience and skills necessary to adopt sadtteehnologies and educate customers

and it's thus the duty of the managers to getitiie qualified people for these jobs.

2.4.4 General ICT Policy in the Country that Favour Proper Implementation of E-
Banking

The prevailing ICT policy in the country in questionust be favourable for smooth
implementation of innovative e-banking products amivices. Countries must have
priorities which determine the national developmagénda for e-banking services. The
importance of ICT as a development tool has ofteenbneglected (Milekt al.,2011).
For example Sumanjeet2009 cited in order to address this issue, Ghastguted The
Ghana ICT for Accelerated Development (ICT4AD) pplin June 2003. This policy
aimed at transforming the country into an informairich knowledge-based society
through the development, deployment and exploatid ICTs within the economy.
However, the policy faces a number of key challengeluding the lack of finance,
limited human resource capacity characterized by larofessional, technical and
managerial manpower base. Likewise developing cmsnlike Kenya should also make
a clear move to develop better and favourable eslior the adoption of ICT in many
firms locally. It is true that ICT usage in mostvdlping countries lags behind the
developed world and they have to pull up to beeat por instance, in Africa, internet
user penetration has been less than desirableteléispipeople having knowledge on the
same. The International Telecommunication UnionJjlprojected that by the end of
2010, internet user penetration in Africa was tacte9.6%. This is relatively very low
when compared with the world average of 30% anddthesloping country average of
21%. This means that generally, in Africa, very fpeople are familiar with the use of
the internet. According to the ITU (2010), while developed countries, 71% have a
computer and 65.6% have internet access, in tleeldping country counterparts, only
22.5% have a computer and 15.8% have internet scdes addition, broadband
subscriptions are no better in developing counttiesy are at a mere 4.4% as compared
with 24.6% in developed countries. SpecificallyGhana, as at June 2010, internet users
represented a partly 5.3% of the estimated poulaif 24.3 million (ITU, 2010).
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2.5 Research Gap

E-banking is about using the infrastructure of diggtal age to create opportunities, both
local and global. E-banking enables the dramatieeling of transaction costs, and the
creation of new types of banking opportunities thdtiress the barriers of time and
distance (Dubet al.,2009). Banking opportunities are local, global andhediate in e-
banking. Banks must therefore strive to providealand global banking services using
the infrastructure of the global village. From thank’'s perspective, recent e-banking
channels are seldom applied only to improve clgamvice but also to divert traffic from
the branches and the risks are perceived to bedsgscially since the chances of assault
from bank staff are reduced. Customers can trarstattte comfort and safety of their

homes or offices (Botha&t al.,2004).

However, the unavailability of internet servicean frustrate the management of the
bank and this can be a major blow to the operations|. T departments. The provision
of these e-banking services and products can déengead if the customers will always
be told that the internet is down or as the bardt it the system is offline. The
challenge of unreliable internet service providaesy cause customers to have a negative
image toward the bank which could lead to the backng operational and reputational

risk.

Many researchers in this area of e-banking botlermationally and locally have
concentrated their research more on the securitycast factors as major challenges of e-
banking adoption, but this research focuses oitutisinal factors that banks face as they
innovate and implement the e-banking products andces in the Kenyan context and
more specifically on National bank of Kenya giveis ia pioneer in the adoption and

implementation of e- banking.
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CHAPTER THREE: RESEARCH METHODOLOGY

3.1 Introduction
This chapter presents the methods that were useallecting and analyzing the data for
the study to reach its pre set research objectiMes.chapter was outlined into research

design, research instrument, data collection praeednd data analysis.

3.2 Resear ch Design

The study employed descriptive research desigraitiqoular to describe the operational
challenges in the implementation of e-banking at tRational Bank of Kenya.
Descriptive research designs can be used in bodintigative and qualitative research
projects (Neumann, 2004).Descriptive research ireslgathering data that describe
events and then organizes, tabulates, depicts,daadribes the data collected (Grace,
2005). The study used descriptive research bedhasgesign determines and reports the
way things are and also attempts to describe dunfgg as possible behaviour, attitudes

and values and characterizes (Mugenda and Mug&008).

3.3 Data Collection

The study used primary data collected through al webigned self administered
guestionnaire with closed and open ended structupeesstions. The questionnaire
consisted of two main sections which will includ&sction A, demographic information
of respondents while the other sections B & C deih benefits of e-banking adoption
and the four research objectives in relations ® dperational challenges facing e-

banking implementation at the National Bank of i@&n

According to Axinn and Pearce (2006), this methddiata collection provides a high
degree of data standardization and adoption of rgémed information among the
population. It is advantageous since respondelitthém at their own time, facilitates
collection of large amount of data, easier to adsten and takes less time.
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3.4 Data Analysis

According to Baumgartner & Arboh (1997) the selectof most appropriate statistical
analysis depends on the type of data collectedthadoverall design of the research
proposal. The study typically had choices as totwipe of data best answered the
research questions. The author further adds theatsthtistical procedure to be used
depends on whether the data to be collected istitptare or qualitative. The data from
the completed questionnaires was coded and entetedthe computer using the
Statistical Packages for Social Sciences (SPSS)afmlysis. The SPSS computer
program produced frequency tables, graphs, anddgbessary measures of variances for
interpretation. Descriptive statistics enablesrdsearcher to describe the aggregation of
raw data in numerical terms (Neumann 2006). Degeestatistics by use of standard

deviation, mean was used to analyze data.
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CHAPTER FOUR: DATA ANALYSIS, FINDINGSAND
DISCUSSIONS

4.1 Introduction

This chapter presents data analysis, findings a@salsisions. Information in this chapter
is divided into two sections. The first section ggvdemographic information of the
respondents which helps to depict the charactesisti respondents. The second section
deals with analysis of data on each of the speaéisearch objectives based on

descriptive statistics.

4.2 Response Rate

The sample of the study comprised of 98 respondditits research instruments were
administered to the respondents who later on retuail duly filled instruments. Out of
98 questionnaires that were administered, 79 cuestires were duly filled and returned

giving a response rate of 80 %.

According to Mugenda and Mugenda (2003) a 50% mespoate is adequate, 60% good
and above 70% rated very well. This also concuth Wbthari (2004) assertion that a
response rate of 50% is adequate, while a respatseagreater than 70% is very good.
This implies that based on this assertions; thpomse rate in this case of 80% is very
good. This high response rate may be attributdbdedact that the researcher had access
to the respondents being an employee of Nationak B& Kenya.

4.3 Demographic I nformation

In order to achieve the main purpose of this sttidg,researcher found it useful to find
out the demographic information of the responderite. demographic information of the
respondents included gender, age, professionaifigatibn and work experience.

The study found it paramount to determine the redpots’ gender in order to ascertain
whether there was gender parity in the positiordicated by the respondents. The
findings of the study showed that majority of thespondents were male which

represented 57.89% while 41.13% were female.
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Acker (2006) observed that gender equality wasrg weportant as a trait as it can be
used to improve performance of all the staff ineolvHe argued that it fosters teamwork
and also creates a sense of unity and an aspeabr&ing together for a common goal
with every individual effort whether male or femdleing important to the attainment of
the overall objectives. A gender sensitive firm ydes a conducive working

environment where a stafffmanager is supposedtévaict with other colleagues of the

opposite gender in pursuit of excellence and aemnt of set targets.

The respondents were required to indicate theirvelgere the study findings indicated
that majority (39%) indicated that their age brdckas between 31 and 40 years.
Analysis of findings also indicated that 28% of tespondents were between 21 and 30
years of age. The findings further indicated th28c2were between 41-50 years of age,
and greater than 50 years were while 11%.The fondimerefore implies that the
respondents were old enough to provide valuablgoreses that pertain to the study.

The study sought to find out the respondents le¥etducation in order to ascertain
whether academic qualification influenced e- bagkinplementation. From the findings,
majority (38%) were first University degree holdeshile 31% of the respondents
indicated that they had attained a tertiary edooatevel in their respective areas of
specialization. The study further indicated tha¥26f the respondents were postgraduate
holders while minority (5%) had attained secondary.

The findings of the study concurs with Ngulube diafor (2006) who observed that each
state corporation has its own management orgaaizatructure with a matching head
count budget to support the business and the perassigned various duties should
possess requisite professional and academic gquadidns. From the findings, majority of

the respondents had attained academic qualificaioommensurate with their job

designation and it can therefore be inferred tledamic qualification influences e-

banking operations.

The study found it necessary to find out the redpats years in service in the current

department so as to find out the relationship betwsork experience and effectiveness
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of integrated management information systems irarging project implementation.
Based on the findings, majority (49%) of the respmnts had over 10 years of Work
experience and between 6-10 years were 37%. Italss revealed that 14% of the
respondents had an experience not ‘exceeding %.yEaom the findings therefore
majority of the respondents were experienced amteénean be highly informative on

issues that relate to effectiveness of e-bankingementation.

4.4 E-banking and or ganizational objectives

The respondents were asked to indicate how efie@ie-banking to the achievement of
the banks’ objectives in the financial market. Tagponses are summarized on a scale of
1-5 where 1 represented Very Small extent, 2-Sexdknt, 3-Moderate extent, 4-Great
extent and 5-Very great extent.

Table 4.1: Realization of organizational objectivesthrough the E-banking

Statement Mean Std
Deviation

E-banking leads higher level of customers’ satisfacand 4.52 1.098

retention

Improved competitiveness and quality of products services. 4.52 1.098

Revenue growth 452 1.098

Increased customer confidence in their accountdscand staff | 4.52 1.098

confidence at work improved

Better branding and better responsiveness to thkema 4.01 0.954
Wider coverage in terms of branch network 4.01 0.95
Lower transaction costs as e-banking requiresgdapsr 4.01 0.954

work, less staffs and physical branches

Customer convenience 4.01 0.954
Protection of an organizations strategic position .014 0.954
Improved bank performance 4.00 1.142
Expanded product range 4.00 1.142
Reduced queues in the banking halls 4.00 1.142
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A summary of the findings is shown in the table wiere majority of the respondents
agree to a Great Extent that through the adoptfoe-lmanking the bank is in a good
position to achieve its organizational objectivelsicli are mainly to offer affordable,
guality and most convenient e-banking products s@ilices to its customers and in
return attain its profitability targets rates, reducost of operations, and increase its

market share in the current competitive bankingrenment.

4.5 Operational challengesin theimplementation of e-banking

The study was carried to find out the operatiohalllenges faced by the National Bank
of Kenya in implementation of e-banking projectsSéale of 1-5 was used where 1
represented Very Small extent, 2-Small extent, Iidtate extent; 4-Great extent and 5-
Very great extent. The research findings on theaieh questions are discussed below
according to the details of each question, theltefaund and a comparison of these

results to the information on the literature.

Table4.2 Top Management Commitment and E-Banking implementation

4.5.1 Top Management Commitment Mean | Std
Deviation
Top management of the bank are committed e-bariotigin 3.05 | 0.713

word and in conduct

Top management comes up with the idea of introduetbanking | 3.52 | 0.729
in the bank

The top managers allocate sufficient resourcescapdbilities to | 3.10 | 0.857
the development of electronic facilities

Management of banks employ a balanced approacibémleng, | 3.10 | 0.857
incorporating technical aspects as well as workithg the human

factor associated with the venture in order toycarout smoothly

The management of the bank exhibits norms favoring 3.10 | 0.857

organizational change

Top management understand issues surrounding erlgaakd 3.10 | 0.857
mobilize organizational stakeholders
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The aim of the research was to find out the extentvhich the top management
contributes to proper implementation of e- bankig\ational Bank of Kenya in both

word and conduct. According to the results obtaimsdindicated in Table 4.2 the

respondents indicated a Moderate Extent of comnmtniy top management in the

adoption and implementation of e-banking servidetha bank. Respondents indicated
that the management still needed to consider dllag@nough resources for purchase of
up to date infrastructure that facilitates compeditservice provision to the banks
customers. Less attention is given to the banksi@rap experts in IT related functions
who have good ideas of the bank’s operations asal laks consultation from the junior
or mid level managers and supervisors was the msgpgiven. This means that the

researcher’s findings are in agreement to othearesers as per the literature collected.

4.5.2 Operational Risksinvolved in E-Banking implementation

The research was conducted to find out the extenwlich operational risk and
reputational are challenges to proper implememadioe- banking at National Bank of
Kenya. According to the results obtained as inédaih Table 4.3, the respondents
indicated a Small to Great Extent of operational egputational risk as they may hinder
proper implementation of e-banking services atoiuek.

Operational risk is a great challenge to the bastahbse it is unfortunate that majority of
the staff are unaware of the proper procedure a@iitguand standard service provision
for e-banking products and services. Majority of ttespondents indicated a status of
Great extent on staff knowledge failure on suclhigssas money laundering which is a
major challenge facing the banks generally in tbentry. The issue of inadequate
bandwidth and persistent system failure was alsiicated as a major issue to a great
extent that the bank needed to address becausemmrst accounts had mostly been
affected especially whenever the system went on athdaind most of the customer
complains on these issues has not been addressamhtigne making the customers
express negative attitude on the banks e-bankingcseprovision. The results conquer

with the literature collected pertaining this opemaal challenge.
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Table 4.3: Operational Risksinvolved in E-Banking implementation

4.5.2 Operational Risk Mean | Std
Deviation

E-banking increases banks’ dependence on informatio 4.59 1.099
technology, thereby increasing the technical coripl®f many
operational and security issues and furtheringmditowards
more partnerships, alliances
Lack of sufficient legal regulations that strengtimg legal 4.52 1.098
framework related to e-banking
Lack of transparency in policy making 4.52 1.098
The bank reputational risk can be damaged by etbgrgervices | 4.52 1.098
that are poorly executed or otherwise alienateotnsts and the
public
Lack of coordination among departments 4.07 0.960
Money laundering facilitation due to the anonynafye-banking | 4.01 0.954
Operational risk that does not guarantee datarityemnd 4.01 0.954
confidentiality

High cost of equipment and network software 4.00 0.925
Inadequate bandwidth that makes services not alerxgitable | 4.01 0.934
for the customers
The bank has a better understanding of customegdsiand 3.45 0.575
wants and then translates them into the capabdligive
customers what they really need and want
The bank communicates e-banking services in apgearst and | 2.04 0.275
clear way and meet their obligations
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4.5.3 Qualification of ICT personnel to handle E-Banking projects

The operational challenge on qualification of ICErgonnel to handle e-banking project
implementation was aimed to study the comparisorstaff knowledge and understating of e-
banking projects and how they contribute to sudoésaplementation of the samblost of the
respondents indicated that the bank has employbeshave skills to handle e-banking
implementations processes only that they are lomiby not being incorporated in
projects/decision making that would see the impnoset of the banks service provision.
However the respondents indicated that staffs mkédeadvance their knowledge and
especially on the Core processing system thatneiwtly being used by the bank. The
findings on this research conquer with the literatilom other authors and it is clear that
this is a major challenge that need much attentimenable the banks achieve their

objectives.

Table 4.4: Qualification of ICT personnel to handle E-Banking projects

4.5.3 Qualification of infor mation technology personnel to Mean | Std

handle e-banking projects Deviation

The bank lack employees with the experience ants siecessary 4.52 1.098
to adopt software technologies and educate customer
The bank has highly skilled human resources ctitica 4.01 0.954

deployment of e-banking projects

The bank lack trained and up to date IT personnelthis affect | 4.01 0.954

value creation in the bank
The information technology (IT) departmental headd 3.52 0.078

employees are the instigators of e-banking irbtrek

The bank has a shortage of readily skilled huneaources and | 3.00 0.142
this affect the implementation of internet and elatc device

projects,

Increased pace in Technology advancement by thepZ3onnel| 2.81 0.234
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4.5.4 1CT Policy in the Country that Favour Proper I mplementation of E-Banking
This operational challenge was aimed at givingresight on the relationship of the ICT
policy making to the E-banking implementation bywk& Given the insecurity issues in
the county the respondents felt that there are tamdard electronic banking
infrastructures that should facilitate provision gpiality and convenient and standard
services to the customers, thus the response att Gxtent on unfavourable ICT Policies
that are expected motivate to and create smoathing on banks e-banking projects
implementation as indicated in Table 4.5 Otherdedta that there are no enough
consultancy firms that are licensed to help in @ssfonal advice on the proper
infrastructure that the banks generally in the ¢gumeed to have in order to meet
international competition standards in the finahanarket .The respondents also stated
that the ICT Policy had not effectively communichtbe need to have CCTV cameras in
All ATMs and banking hall as in the case of NatioBank, where some respondents
indicated that some of them banks ATMs and Bankalis had no CCTV cameras, thus
raising the issues of bank frauds.

Table4.5: ICT Policy in the Country that Favour Proper I mplementation of E-

Banking

4.5.4 General ICT Policy in the Country that Favour | Mean Std
Proper mplementation of E-Banking Deviation
The prevailing Information Technology policy in tbeuntry | 4.52 1.098

is not favourable towards the adoption of innovatyv

banking services

The bank doesn’t have the right electronic banking 4.01 0.954
infrastructure and developments are in place ta thee

demands of the users.

The ICT in the country faces a number of key clmajés 4.00 0.925
including the lack of finance, limited human resmicapacity

characterized by low professional, technical andagerial

manpower base
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CHAPTER FIVE: SUMMARY, CONCLUSIONSAND
RECOMMENDATIONS

5.1 Summary

The study was conducted with the aim of finding whiether the discussed operational
challenges in the implementation of e-banking potslland services are faced by the
National Bank of Kenya. According to the findingsthe study, it is clear that these
operational challenges of little commitment by tbp management in the bank, level of
qualification of the ICT personnel to handle e-bagkprojects, the operational risk and
reputational risks and the poor ICT policies in thentry that affect the operations of the
banks in the implementation of e-banking services indeed major challenge to the

implementation of e-banking projects by the locahlks.

It is therefore the responsibility of the operaiatepartment and the top management in
bank to ensure that these challenges are resabvdtid overall good performance of the
bank. Banks in general should do Market Intelligenc order to have up to date
information on new ICT concepts, new and effici@are Banking systems that will aid
in proper and convenient service delivery to thstamers. In an effort to add value to
the service delivery, the bank should ensure teattaff understand all the procedures of
the bank and incorporate the views of staff indapartments to ensure all innovative

concepts are considered for better performancleeobank.

5.2 Conclusions

The study has demonstrated that operational basedré adversely affect the service
delivery to the end user who is the banks custofieis study has emphasized on the
operational based factors that the banking ingtitstface, because majority of research
in Kenya has been on the end user attitude, behawit appreciation of the e-banking
products and services without considering the Kesllenges that cause the negative

attitude and adaptability of the e-banking servizgshe customers.

The managers of the bank benefit from this resedretause it shows the major

operational challenges that they must focus on ridero to deliver standard and
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exceptional services to the customers. They shewsure that security issues are

addressed way forward before customers have atwese the e-banking services.

The bank must have enough ICT professionals, waiheéd, who will manage the e-
banking projects in order to ensure its smooth @m@ntation and running on a
continuous basis as discussed by Shah and Sid{&@i6). The Managers need to ensure
that they come up with easy and more user frieeeyanking products and services to
improve customers confidence is the banks finarsgaVice delivery according to the

changing consumer needs.

5.3 Recommendations

According to research results, top management comani, operational and reputational
risks, qualification of the ICT personnel to handkianking and ICT policy that support
the implementation of e-banking services are camsil to be major barriers in the

proper implementation of e-banking at the Natidsahk of Kenya.

In order to improve on the implementation of thdamking at the Bank, the Top
Management of the bank needs to incorporate goaifimgprelations with junior staff
and allocate enough resources of human work fonckfimancesneeded to buy more
standard equipment, and new application servershane in place proper operational
procedures that give clear guidance on the cuaedtfuture expected e-banking service
provision to the customers. Respondents also iteticathat top management needed to
initiate and approve the e-banking projects, previdsources for its deployment and

ensure that proper systems are put in place irr ¢odserve customers well.

The banks should also put in to place proper ojeralt processes that are up to
standards in an effort to provide satisfactorilyvgse to customers. When the customers
get e- banking products and services accordindhér needs, they tend to express a
positive attitude towards the banks image anddhishe other hand reduces chances of
negative impression on the bank in the competitiueancial market. In the

operationalization of the banks e- banking systethes,bank should put in place proper
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measures to deal with internet hackers and congpuirrses which are a major threat on
the operations of the banks businesses. They shwud up to date anti-viruses and
ensure that people have no access to certain pnegteat might create insecurity issues,
like the ability of a staff member to access cugdsaccounts and make withdrawal

transactions and delete that particular entry ftbensystem.

The management of the bank should ensure thatCheeérsonnel and the management
have the proper training. They should also ensuae the right job is given to the right
person who understands and are motivated to ade walthe bank’s financial business.
Again, hold seminars and training courses in thkl fof electronic banking. However, in
the managements effort to adopt new Core bankioggssor, the respondents pointed
out the quality of the vendor personnel (Core bagkservice consultants) is more
important and that they encourage the banks’ pesdo learn from them to make the

system better given that many of the e-bankingcgires are vendor-dependent.

The general ICT policy in the country that favouoger e-banking implementation
should be improved as a move to create a good ngr&nvironment for the bank in

provision its e-banking services even to the mostlrareas in the country. Lack of an
effective ICT policy in the country could impactgatively on the development of e-
banking because it limits availability, accessthjliand use of information technology
based products in the country given the securgyds facing the country. There should
be a clear directive to have all the bank’'s ATMsl &anking Halls fitted with CCTV

cameras as a security measure against fraud issues.

5.4 Limitations

Limitation of the study is that it was based on @a@k (The National Bank of Kenya),
which may not have shown fully the operational Eraes in the financial institutions on
e-banking projects implementation. Therefore, faitstudies can be conducted for several
banks in the country and involve more respondemtsompare how banks handle the
operational challenges in the implementation ofaeking systems. This will help the

banks to borrow ideas from each other and strengtihe use of e-banking services by
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the customers which may result in more revenuectitin by the government leading to

economy development.

5.5 Suggestions

Operational challenges are a major issue in théeim@ntation of e-banking projects by
financial institutions and therefore there is aché® do further research in this area to
find out other operational factors that affect anking implementation process and also a
study on product design for e-banking products lma conducted to investigate on the
initial and critical stages of coming up with e-kang products and services that are easy

to adopt and implement and are more user friendly.
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APPENDIX |
RESEARCH QUESTIONNAIRE
PART A: Demographic and Respondents Profile
1. Gender:
a) Male ()
b) Female ()
2. What is your age bracket? (Tick as applicable).
a) 21 - 30 years ()
b) 31 - 40 years ()
c) 41- 50 years ()
d) Over 50 years ()
3. What is your highest level of education qualifioat?
a) Post graduate level ()
b) University ()
c) Tertiary College ()
d) Secondary ()
4. Length of continuous service with the bank?
a) Less than two years ()
b) 2-5 years ()
c) 6-10 years ()
d) Over 10 years ()

Part B: Realization of organizational objectivesthrough the adoption of E-banking
5. How effective is e-banking to the achievementhefbanks’ objectives?

a) Very effective ()
b) Effective ()
c) Moderately effective ()
d) Not effective ()
e) Not effective at all ()

6. The statements below describe the benefits thatuactrom the adoption of e-

banking and thus leading to achievement of orgaioizal objectives. Please indicate
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the extent to which the bank has realized the ¥otig? Use 1-Very Small extent, 2-

Small extent, 3-Moderate extent, 4-Great extentaiery great extent.

Statement 112|3|4|5

Lower transaction costs as e-banking requiresgapsr

work, less staffs and physical branches

E-banking leads to higher level of customers’ §atitson and

retention

E-banking reduces loan processing time as borrolwarsapplication
can be viewed by loan processing and loan appeavbrity

simultaneously

Better branding and better responsiveness to thkatheompetition

Improved competitiveness and quality of producis services

Improved bank performance

Wider coverage in terms of branch network

Revenue growth

Expanded product range

Customer convenience

Protection of an organizations strategic position

Increased customer confidence in their accountrdsc@and staff

confidence at work improved

Reduced queues in the banking halls

Part C: Operational challengesin theimplementation of E-banking
7. Please tick appropriately the effect of Top ManagenCommitment to e-banking
implementation in the bank? UseMery Small extent, 2-Small extent, 3-Moderate

extent, 4-Great extent and 5-Very great extent.
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Top Management Commitment 112345

Top management of the bank are committed e-bardatigin word

and in conduct

Top management comes up with the idea of introduetbanking in
the bank

The top managers allocate sufficient resourcescapdbilities to the

development of electronic facilities

Management of banks employ a balanced approachbanlking,
incorporating technical aspects as well as workintp the human

factor associated with the venture in order toycarout smoothly

The management of the bank exhibits norms favariggnizational
change

Top management understand issues surrounding ergaakd

mobilize organizational stakeholders

8. To what extent has the following operational agltational risk challenges affected
e-banking at National Bank of Kenya? Use Very Snedtent, 2-Small extent, 3-
Moderate extent, 4-Great extent and 5-Very gretgrgx

Operational risk 1/2(3|4|5

Operational risk that does not guarantee datarityeand

confidentiality

Lack of sufficient legal regulations that strengtimg legal

framework related to e-banking

Money laundering facilitation due to the anonynafye-banking

E-banking increases banks’ dependence on informagohnology

thereby increasing the technical complexity of mapsgrational and

security issues and furthering a trend towards nmagnerships
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alliances

The bank reputational risk can be damaged by etbgrdervices that
are poorly executed or otherwise alienate customaishe public

The bank communicates e-banking services in afgeaasat and clear

way and meet their obligations

The bank has a better understanding of customegdsiand wants
and then translates them into the capability t@ girstomers what

they really need and want

High cost of equipment and network software

Lack of transparency in policy making

Lack of coordination among departments

Inadequate bandwidth that makes services not alaxgitable for

the customers

Customers have continuously impressed negativieiddtioward

banking services

Customers have visited branches to state their onsp

How well the customer has complains on e-bankiageas addressed.

What strategies would you recommend to deal with dperational and reputational

risk...?

9 To what extent do the following factors on thealification of technology personnel in
the bank affected e-banking? Use 1- Very Small rext8-Small extent, 3-Moderate

extent, 4-Great extent and 5-Very great extent.

Qualification of information technology personnel 1/2(3|4|5

The bank has highly skilled human resources ctitrcdeployment of
e-banking projects

The information technology (IT) departmental headd employees

are the instigators of e-banking in the bank

43



The bank has a shortage of readily skilled humaauees and this

affect the implementation of internet and electtatevice projects.

The bank lack trained and up to date IT personneélthis affect value

creation in the bank

The bank lack employees with the experience ants siecessary to

adopt software technologies and educate customers

Increased pace in Technology advancement

To what extent do the ICT personnel understandbéimd’s Core

processing system-BFUB

Others: KINAly State...... .. ..o e e e e e er e e e e aaae
10.To what extent does the following statementshengeneral ICT policy in the country
that Favour Proper Implementation of E-Baking a#dche e-banking in the bank? Use
1 Very Small extent -, 2-Small extent, 3-Moderatgent, 4-Great extent and 5-Very
great extent.

General ICT Policy in the Country that Favour Proper 1/2(3|4|5
Implementation of E-Baking

The bank doesn’t have the right electronic bankmigastructure and

developments are in place to meet the demandsafdérs.

The prevailing Information Technology policy in tleeuntry is not
favourable towards the adoption of innovative eluag services

The ICT in the country faces a number of key clmgléss including
the lack of finance, limited human resource capaditaracterized by

low professional, technical and managerial manpdase

Others: KiNAly State..........oeuieit e e e e e e e e e e e eeans
11. Any other institutional factors that the ban&ynbe facing in the implementation of e-
banking? Kindly state and explain briefly.........coeo
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